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prosperous and progressive states, have therefore abandoned
property as the basis of taxation, without reference to the
manner of assessment. The methods adopted by them are
comprised in the second of the three tendencies.

This second movement away from the property tax has
consisted in subjecting particular classes of corporations to
special taxes on other elements than their general property.
It will be well to discuss these classes in order.

1.   Banks.

The direct taxation of banks dates back to the beginning
of this century. During the war with England the federal
government imposed certain stamp duties on notes issued or
discounted by banks. But this law of 1813 contained a
further provision permitting the banks to compound for the
duty by paying one and a half per cent on the amount of
the annual dividends.

The first state law providing for a direct tax on banks
was the Georgia act of 1805, which levied a tax of two
and a half per cent on their capital stock and one-half of one
per cent on their circulation. Massachusetts followed with
the act of 1812 which imposed a tax of one-half of one per
cent on the amount of their capital stock. A more important
law was the Pennsylvania act of 1814, for Pennsylvania from
the very outset assumed an attitude different from that of
the other states. According to this law, banks were
taxed at the rate of six per cent upon their dividends
or net profits ; if exempted from the national tax, the rate
was to be eight per cent. In 1824 the rate was definitely
fixed at eight per cent, and a few years later the principle
of graduated taxation was introduced. The act of 1884
imposed on banks of issue a tax on dividends, which varied
from eight to eleven per cent as the dividends were under
six or over eight per cent, and in 1859 the law was extended
to banks of discount and deposit. In 1861 this progressive
tax was increased so as to vary from eight per cent if the